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The Kentucky Department of Revenue presented the following information at a meeting of the
Council on State Taxation (COST) on June 15, 2018. This meeting focused on recent tax law
changes enacted during the 2018 General Assembly and provided links to additional information
at a new website the Department of Revenue Developed to education taxpayers and professionals
about the recent tax law changes.

The information in this presentation was prepared from information the Department of Revenue
possessed and believed to be accurate and relevant on the date of the meeting. This information
does not constitute a final ruling, order, or determination of the Department of Revenue and cannot
be appealed.
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Income Tax Changes

» Flat tax rate of 5% for individuals and corporations, beginning on and after
1/1/18

» Federal conformity provisions were updated to December 31, 2017. The
update adopted many provisions in the Tax Cuts and Jobs Act on the effective
dates specified in that Act.

» HB 487 did not amend the depreciation differences between Kentucky income
tax law and federal income tax law.

» The Corporation Income Apportionment Factor was changed to Single Sales
Factor with Market Based Sourcing, beginning on and after 1/1/18.

» Mandatory Unitary Combined or Elective Consolidated Group Filing is
effective for tax years beginning on or after 1/1/19.
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LEGISLATIVE UPDATES

Additional Corporation Income Tax Changes

Mandatory Nexus Consolidated continues for tax years beginning before
January 1, 2019

The 50% net operating loss (NOL) limitation is eliminated along with
mandatory nexus consolidated filing for tax years beginning on or after
January 1, 2019

Adopt the 80% federal NOL limitation under IRC Sec. 172(a) for NOL
generated after January 1, 2018

- Adopt federal unlimited carryforward of unused NOL

Kentucky does not allow a NOLD carryback for tax years beginning on or
after January 1, 2005
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Inventory Tax Credit
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Nonrefundable and nontransferable credit against income and limited liability
entity tax for ad valorem (property) tax timely paid on inventory on or after
January 1, 2018.

Phased in: 25% in 2018; 50% in 2019; 75% in 2020; and 100% in 2021 and
thereafter.




